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HIGHLIGHTS 



1961 


52 Weeks Ended 

July 30,1961 July 31,1960 

ANNUAL 

Net Sales 

Pre-Tax Earnings 

$180,212,726 

$8,280,173 

$157,507,445 

$5,598,573 

REPORT 

Net Earnings. 

$4,030,173 

$2,738,573 

Fiscal year ended 

Net Earnings Per Share 

$3.07 

$2.23 

July 30,1961 

Total Assets. 

$38,013,762 

$25,278,133 


Net Fixed Assets 

$5,538,888 

$4,967,278 


Depreciation Charges 

$665,600 

$573,506 


Inventory. 

$16,088,245 

$15,284,811 


Working Capital. 

$11,061,182 

$9,419,432 


Working Capital Ratio 

1.98 to 1 

1.88 to 1 


Stockholders’ Equity 

$21,829,483 

$14,393,117 


No. of Shares Outstanding 

1,313,007 

1,225,960 


Total Store Area in Sq. Ft.. 

1,430,000 

1,380,000 


Department Stores 

12 

12 


No. of Employees 

4,400 

4,000 


No. of Shareholderst. 

9,000 

7,000 



tlncludes estimated Shareholders in Brokers' Names 











































TO OUR SHARE OWNERS: 


We are pleased to report that the fiscal year ended 
July 30, 1961 was one of continued progress both in 
results achieved and in our preparation for future 
growth. 

sales Sales and earnings reached new highs. 
trend up Sales were $180,212,726, an increase of 
14% over $157,507,445 in the previous year. A por¬ 
tion of the sales increase is attributable to stores open 
only part of fiscal 1960. However, the greater portion 
of the sales increase was derived from stores oper¬ 
ated throughout both years. Every store attained 
sales increases over the prior year. Although no new 
stores were opened during this last fiscal year, the 
sales increase of $22,705,281 is in line with the aver¬ 
age annual sales increment of past years. All stores 
continued to show favorable volume comparisons dur¬ 
ing the first nine weeks of the current fiscal year. 

record Net earnings after taxes, the high- 
earnings $3.07 est in the Company’s history, were 
per share $4,030,173, or $3.07 per share com¬ 
puted on 1,313,007 shares, the number outstanding at 
year end. These earnings exceeded by 47% the prior 
year’s total of $2,738,573, or $2.23 per share, based on 
1,225,960 shares outstanding on July 31, 1960. The 
past year’s earnings do not include your Company’s 
proportionate share of any earnings of Alexander’s 
Department Stores, Inc. and its affiliate, Retail 
Realty, Inc. 


increased Korvette’s net working capital 
working capital reached $11,061,182 on July 30, 
and credit 1961, an increase of $1,641,750 
during the year. For the past 15 months, it has not 
been necessary to draw upon the Company’s bank 
credit. Our two major banks have recently granted 
the Company increased credit lines aggregating $14,- 
000,000 at prime interest rates. 
investment Korvette has acquired, at an aggregate 
acquisition cost of $9,834,436, approximately 43% 
of the voting stock of both Alexander’s Department 
Stores, Inc. and of Retail Realty, Inc., an Alexander’s 
affiliate which owns several real estate properties 
occupied by Alexander’s. The details of this acquisi¬ 
tion, other significant events, and some of our future 
planning are described,elsewhere in this report. 

organization Mr. Jack Schwadron, formerly mer- 
strengthened chandise manager and Vice Presi¬ 
dent of Alexander’s Department Stores, Inc., was 
elected a Vice President and general merchandise 
manager of the Company. Other steps were taken 
during the year to strengthen the team that is guiding 
the Companv. 

two new Membership on the Board of Directors 
directors was raised to fourteen by the election of 
Mr. Jack Schwadron and Mr. Herbert L. Klion, Presi¬ 
dent of H. L. Klion, Inc., the company which operates 
the Korvette Furniture Centers. 
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proposed On September 29, the Board of Directors 
stock split voted a three for one split of the com¬ 
mon stock subject to approval of the stockholders. 
The Board took this action in the belief that it would 
widen ownership of the shares and make them more 
readily marketable. The proposed split would become 
effective on or about December 1, 1961, if approved 
at the stockholders’ meeting scheduled for November 
20,1961. 

employee Our employee relations continue ex¬ 
opportunities cellent. Training programs and pro¬ 
motions in anticipation of new store openings are in 
effect throughout the organization. Many promotions 
to higher positions are continually taking place. In 
fiscal 1960 and 1961, options to purchase 49,043 shares 
of common stock were granted to 438 employees at 
prices ranging from $14.31 to $50.95 per share. These 
options are not fully exercisable until May 1965. All 
full time employees are covered by liberal hospital 
and medical insurance plans. 

thanks to Our growth in the past could not have 
employees been achieved without the diligence, per¬ 
severance, imagination and devotion of thousands of 
Korvette employees. We are sincerely grateful to 
them and look forward with confidence to their con¬ 
tinuing participation in our future progress. 

U) 

GEORGE YELEN WILLIAM WILLENSKY 

Chairman'of the Board President 



October 5 ,1961 





















THE KORVETTE CONCEPT 



quality The Korvette offerings of quality 
merchandise merchandise at low prices presented 
in attractive stores is being extended to fashions and 
to numerous other items marketed by the Company. 
This method of merchandising is producing increased 
sales for Korvette, thus indicating wider consumer 
acceptance. Additionally, we enjoy excellent relation¬ 
ships with many of the nation’s top manufacturers. 

low prices and 
low operating costs 
Korvette has achieved a 
department store identifi¬ 
cation for wide assort¬ 
ments of a finer grade of 
merchandise at prices gen¬ 
erally lower than any other 
type of retailer. As total 
volume and individual 
store sales increase, we are 
able to satisfy more of the 
consumers’ wants at our 
traditionally low markups while maintaining our low 
operating costs in relation to sales. We believe custom¬ 
ers’ charge privileges, made available through bank 
credit card plans, have enhanced our competitive 
position. 

diversification The merchandise departments oper¬ 
ated by Korvette are grouped into four merchandis¬ 
ing divisions:' hard goods, soft goods, drugs, and 
foods. The merchandise categories in each division, 


which are listed on page 16, are an indication of the 
Company’s merchandising diversification. In several 
departments, photography, records, and audio com¬ 
ponents, among others, Korvette offers a broader 
selection than any other department store. Korvette 
is among the largest retailers in the country of many 
brands and individual items in various departments. 

furniture , The furniture, carpet and tire 
carpets and tires centers are the only major 
merchandise departments doing business under the 
Korvette name which are not owned and directly 
operated by the Company. These are separate busi¬ 
nesses conducted by others for which Korvette re¬ 
ceives royalty income based on sales; such sales are 
not included in the sales reported by the Company. 
All franchised departments operate on Korvette’s 
low-markup principle. They complement Korvette’s 
merchandise offerings and add to the one-stop shop¬ 
ping center concept. 
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EARNINGS 




CASH FLOW PER SHARE 



EARNINGS AS A PERCENT OF AVERAGE EQUITY 



SEVEN YEAR SUMMARY 

Net Sales. 

Earnings before Federal Income Tax. 

Net Earnings Plus Depreciation. 

Net Earnings. 

Net Earnings Per Share (Based on Outstanding Shares 
at Year-End). 

Shares Outstanding at Year-End. 

Depreciation Charges. 

Retained Earnings. 

Common Stock, Warrants and Paid-in Capital . . . 

Total Stockholders’ Equity. 

Working Capital. 

Current Ratio. 

Total Assets. 

Total Store Area (Sq. ft.). 

Total Selling Area (Sq. ft.). 

Department Stores. 
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CASH FLOW 


19611 


1960 


1959* 


1958 


1957 



DEPRECIATION 
NET EAIININGS 


$0 0.5 

1.0 1.5 2.0 

2.5 3.0 3.5 

IN MILLIONS 

4.0 4.5 5.0 




October 1, 

1955 

September 29, 
1956 

September 28, 

1957 

September 28, 

1958 

August 2, 

1959* 

July 31. 

1960 

July 30. 
1961t 

$36,292,393 

$54,847,140 

$71,073,688 

$105,757,123 

$114,885,670 

$157,507,445 

$180,212,726 

$2,354,156 

$3,138,876 

$2,447,528 

$1,554,748* 11 

$3,896,871 

$5,598,573 

$8,280,173 

$1,255,011 

$1,805,297 

$1,635,236 

$1,592,076 

$2,614,531 

$3,312,079 

$4,695,773 

$1,175,740 

$1,558,876 

$1,187,528 

$794,748* *> 

$1,911,871 

$2,738,573 

$4,030,173 

$1.18 

$1.26 

$1.02 

$.68< 1 > 

$1.61 

$2.23 

$3.07 

1,000,000 

1,242,000 

1,168,085 

1,168,085 

1,190,829 

1.225,960 

1,313,007 

$79,271 

$246,421 

$447,708 

$797,328 

$702,660 

$573,506 

$665,600 

$1,747,500 

$3,306,376 

$4,493,904 

$5,288,652 

$7,200,523 

$9,939,096 

$13,969,269 

$1,553,000 

$3,838,869<2> 

$3,838,868 

$3,838,868 

$4,080,141 

$4,454,021 

$7,860,214* 

$3,300,500 

$7,145,245 

$8,332,772 

$9,127,520 

$11,280,664 

$14,393,117 

$21,829,483 

$2,603,651 

$4,625,718 

$4,978,738 

$4,598,262 

$7,135,166 

$9,419,432 

$11,061,182 

1.41 to 1 

1.67 to 1 

1.55 to 1 

1.41 to 1 

2.05 to 1 

1.88 to 1 

1.98 to 1 

$9,708,919 

$15,304,177 

$17,333,651 

$20,317,250 

$18,076,851 

$25,278,133 

$38,013,762 

148,600 

345,000 

602,500 

1,030,000 

1,032,000 

1,380,000 

1,430,000 

86,500 

196,000 

321,500 

518,000 

520,000 

695,000 

730,000 

1 

3 

5 

9 

9 

12 
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( 1 ) Includes non-recurring earnings of $76,532, $57,432 and 54 respectively. 

( 2 ) Includes proceeds from sale of common stock and warrants in the amount of $2^85,869. 

( 3 ) Includes credits reflecting issuance of 83,800 shares toward acquisition of stock in 

Alexander’s and Retail Realty. 

* Covers 44 weeks due to change in fiscal year. 

t Does not include proportionate share of any earnings of Alexander’s and Retail Realty. 

































Within the outlined area containing the most populated portions 
of eight states and the District of Columbia, live more than 
35 million people. In it, also, is the Northeast Megalopolis, 
a virtually continuous urban region from Boston to 
Washington, D. C., with a population exceeding 
31 million. This market, which lies within 
250 miles of New York City, is where 
Korvette is presently planning its 
expansion program. 


















DOWNTOWN STORES A 
SHOPPING CENTERS | 
KORVETTE CITIES £ 

LOCATIONS 

NOW OPERATING (BLACK) 

UNDER CONSTRUCTION (RED) 

IN PLANNING (BLUE) 

STORES WITH OPENING OR ANTICIPATED OPENING DATES AND SQUARE 
FEET OF GROSS AREA (Approximately 50% of gross area devoted to selling) 


A 48th Street, New York, N.Y... 

May 1954 

20,000 

j J Audubon, N.J. 

.. Aug. 1961 

145,000 

© Carle Place, L.I..N.Y. 

Dec. 1954 

162,000 

©Huntington, L.I..N.Y. 

. Dec. 1961 

190,000 

©West Islip, L.I..N.Y. 

Feb. 1956 

110,000 

^^Trenton, N.J. 

. Dec. 1961 

190,000 

A Brooklyn, N.Y. 

Apr. 1957 

165,000 

^^Nanuet, N.Y. 

.. Spring 1962 

160,000 

©Springfield, Pa. 

Aug. 1957 

106,000 

Avenue, New York, N.Y. 

Spring 1962 

184,000 

Q North Brunswick, N.J. 

Nov. 1957 

130,000 

^^West Orange, N.J. 

. Fall 1962 

225,000 

A Hartford, Conn. 

Dec. 1957 

210,000 

^^Paramus, N.J. 

. Fall 1962 

225,000 

A 44th Street, New York, N.Y... 

May 1958 

70,000 

Qj King of Prussia, Pa. 

. 1962 • 1963 

145,000 

©Scarsdale, N.Y . 

Aug. 1958 

100,000 

^^Towson (Baltimore) Md. 

. 1962 - 1963 

190,000 

©Camp Hill, Pa. 

Sept. 1959 

106,000 

^^Glen Burnie, Md. 

. 1962 - 1963 

190,000 

©Philadelphia, Pa. 

Oct. 1959 

136,000 

^^Trumbull, Conn. 

. 1962 - 1963 

210,000 

©Watchung, N.J. 

Nov. 1959 

106,000 




COPYRIGHT BY HAGSTROM COMPANY, INC. N. Y.C. MAPMAKERS 



































SIGNIFICANT EVENTS 


interest in On April 28, 1961, the Company 
Alexander’s acquired, through purchase of all of 
the capital stock of Schwabro Corporation, shares of 
the voting common stock of Alexander’s Department 
Stores, Inc. and Retail Realty, Inc. On August 10, 
1901, the Company purchased additional shares of 
Alexander’s and Retail Realty. As a result of these 
transactions the Company owns directly and indi¬ 
rectly approximately 43% of the voting stock of both 
Alexander’s and Retail Realty, at a cost of $9,834,436. 

The Company issued 83,800 shares of its Common 
Stock to the sellers of Schwabro, and recorded $3,352,- 
000 in the capital and capital surplus accounts to 
reflect the issuance of these shares. The Company 
also paid $240,000 in cash to the sellers and obligated 
itself to make additional cash payments totalling 
$1,004,000 in five equal annual installments, without 
interest. In connection with the August 10 purchase 
the Company paid the sellers a total of $1,519,140 in 
cash and agreed to pay them, with interest at 4% per 
annum, $2,147,758 in August, 1962 and an additional 
$1,571,532 in three equal annual installments. 

eminent Alexander’s is an outstanding retailer of 
apparel fashion apparel operating four stores in 
retailer prime New York metropolitan area loca¬ 
tions. Another unit with a gross area of 322,000 square 
feet is under construction. The Company acquired 
the interests described above because it desired to 
participate in the growth of retail operations in this 
area not only through direct operation of its own 
department stores but also through its indirect in¬ 
terest in the Alexander’s locations. 

unconsolidated In each of the purchase agree- 
earnings ments, the sellers made represen¬ 


tations as to the financial condition, results of opera¬ 
tions and other aspects of the affairs of Alexander’s 
and Retail Realty, and the deferred payments under 
each of the agreements are subject to reduction by the 
amount of any loss, damage or expenses aggregating 
more than $25,000 which the Company may sustain by 
reason of the material inaccuracy of these represen¬ 
tations. The sellers represented that the aggregate 
net earnings of Alexander’s and Retail Realty for the 
fiscal year ended July 30,1900 amounted to $1,374,127. 
We have, as yet, not been advised of the net earnings 
of these companies for the fiscal year ended July 29, 
1961. The earnings of Korvette for the fiscal year 
ended July 30, 1901 which are reported herein do not 
include any earnings of Alexander’s or of Retail Realty. 

litigation The Company has taken steps designed to 
establish the accuracy of the representations made by 
the sellers in the purchase agreements, but its request 
for financial information has been refused. Accord¬ 
ingly, on July 14, 1961 the Company and Schwabro 
Corporation commenced a legal proceeding, which is 
currently pending, to require Alexander’s and Retail 
Realty to furnish information as to their financial 
condition. The Company and Schwabro allege that 
they are not seeking information pertaining to busi¬ 
ness secrets or merchandising policies but that the 
information which has been requested is necssary to 
protect their financial interest. 

On July 26, 1961 Alexander’s brought a legal pro¬ 
ceeding against the Company and Schwabro Corpora¬ 
tion, charging violations of the Federal antitrust 
laws, and alleging that it is entitled to damages which, 
when trebled, would aggregate $10,500,000. The pro¬ 
ceeding also seeks to enjoin the Company from ac¬ 
quiring any additional shares of Alexander’s and to 
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Retailer fusion: Who will win? 


► Department stores, superr .count only one store out r* ** ' or six could survive 

stores ? r e p»ov« ; 

• , ► * ’ more *han ever 



compel the Company to divest itself of its present 
holdings. The Company and Schwabro have filed an 
answer denying, among other things, the allegations 
of unlawful conduct made in the complaint and de¬ 
manding a judgment dismissing the complaint. On 
October 4,1961, the court in the anti-trust suit issued 
an order which compels Alexander’s to furnish the 
Company financial and other information, which, it is 
anticipated, will he made available shortly. 

existing store During the past fiscal year, we con- 
improvements centrated on making physical im¬ 
provements in many of our existing stores. We believe 
that such improvements are essential in our highly 
competitive and rapidly changing business climate 
in order to improve our sales and profit potential. 

N. Brunswick In November 1960, the enlargement 
store enlarged of the North Brunswick store from 
80,000 to 130,000 square feet was completed; sales 
have increased since then at a gratifying rate. 

Brooklyn In the course of the year, three of 
store improved the four selling floors in the Brook¬ 
lyn store were refixtured and redecorated. We also 
installed, on the mezzanine floor, the largest audio 
components and record sections in any department 
store in the country. 



fashions at Last summer, the second floor of our 
Korvette City original department store, lvorvette 
City, Carle Place, Long Island, was completely reno¬ 
vated. The apparel departments were redesigned with 
a greater emphasis on the display of fashion merchan¬ 
dise. This was another step in our continuing efforts 
to maintain a rising sales pattern in one of the most 
competitive areas in which the Company operates. 
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FUTURE PLANNING 


(The Retort! 

Fri—4 «i »*• /’••»!• ll J«™«« 

Korvette Plans 
Shopping City 

New (iiant Retail ('enter Will Be Built 
On Route 4 Opposite Bergen Mall 


By DILLON KARSIAN 
■Real E«tatc Editor) 

PrrEcn County * stature as one of the maior retailing 
center* tn the Northeast jumped several notches today when 
it was learned that another comi"»" , U| RU nt will mv*'*- 
Paramus. 


COtfRlER- POST 

Autos Jam 
Roads Near 
Shop Center 

A monumental traffic jam 

developed at the Black \ 

Horse Pike Shopping Cen¬ 
ter in Audubon Thursday 
night when an estimated 
6.000 cars convere"''* ** 


Audubon The highest sales of any store opening 
opening in the history of the Company were 
best to date recorded on August 31, 1961, in our 
newest store in Audubon, New Jersey. We believe that 
this successful opening is evidence of the avid ac¬ 
ceptance of the name “Korvette” by the buying public 
in the Philadelphia market. The opening day coin¬ 
cided with the fourth anniversary of the Springfield 
store, Korvette’s first in this area. 
stepped up In addition to the Audubon store, four 

expansion more stores are now under construction 
and expected to be opened during the current fiscal 
year, two of them before Christmas, 1961. By Christ¬ 
mas of 1963, six additional stores are expected to be 
completed, bringing to twenty-three the total number 
of department stores in operation by that date. All the, 
presently planned stores, except in the shopping cen¬ 
ter in King of Prussia, Pennsylvania, and the down¬ 
town location on Fifth Avenue in New York City, will 
be Korvette Cities, comprising a department store, 
food supermarket, furniture and carpet center. They 
are listed in the directory on page 9. Other sites are 
under study. 

Sth Avenue & Two of the stores which are expec- 
Paramus, N. 1. ted to be opened in 1962 represent 
new avenues of retailing for Korvette. Motivated by 
the success of the Company’s downtown department 
stores in Brooklyn and in New York City’s Grand 
Central area, an eight story building was leased on 
5th Avenue and 47th Street in New York City. The 5th 
Avenue premises will place Korvette on America’s 
most distinguished shopping thorofare. In Paramus, 
New Jersey, a Korvette City will be located adjacent 
to Bergen Mall, one of the country’s largest regional 
shopping centers, which presently has as its principal 
focus a major branch of the nation’s third largest 
department store group. 
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E. J. KORVETTE, INC. AND SUBSIDIARIES 

Consolidated Statement of Operations and Retained Earnings 


Fifty-Two Weeks Fifty-Two Weeks 

Ended July 30, 1961 Ended July 31, I960 


Net sales. 

$180,212,726 

$157,507,445 

Commissions and other income. 

1,201,115 

599,756 

Total. 

$181,413,841 

$158,107,201 

Deduct: 

•» 


Cost of sales and operating expenses (ex¬ 
clusive of items listed below) .... 

$166,223,134 

$146,593,224 

Rent. 

3,134,459 

2,860,551 

Depreciation and amortization (Note 1) . 

665,600 

573,506 

Maintenance and repairs. 

900,501 

611,584 

Taxes other than federal income taxes 

2,015,540 

1,695,466 

Employees’ retirement and profit-sharing 
contributions (Note 3). 

189,631 

128,587 

Interest. 

4,803 173,133,668 

45,710 152,508,628 

Profit before federal income taxes. 

$ 8,280,173 

$ 5,598,573 

Provision for federal income taxes (Note 1) 

4,250,000 

2,860,000 

NET PROFIT. 

$ 4,030,173 

$ 2,738,573 

Retained earnings—August 1, 1960 . . . . 

9,939,096 

7,200,523 

RETAINED EARNINGS-JULY 30, 1961 
(TO BALANCE SHEET). 

$ 13,969,269 

$ 9,939,096 


The attached notes to financial statements are made a part hereof. 

Attention is directed to the attached report of Eisner $ Lubin, Certified Public Accountants. 
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E. J. KORVETTE, INC. AND SUBSIDIARIES Consolidated Balance Sheet 


assets 


Current assets: 

Cash (Note 2(A)). 

Investment in short term commercial paper 

— at cost. 

Marketable securities (at cost which approx¬ 
imates market). 

Inventories (at lower of cost or market) . . 

Receivables. 

Prepaid expenses. 

Total current assets. 

Investment in stock of Alexander’s Department 
Stores, Inc. and Retail Realtv, Inc.-at cost 

(Note 2(A)) ... 

Equipment and leasehold improvements —at cost 

(Note 5). 

Less depreciation and amortization (Note 1) 

Other assets: 

United States Treasury notes deposited as 

security. 

Miscellaneous receivables. 

Other security deposits. 

Deferred charges. 

TOTAL. 


liabilities 

Current liabilities: 

Accounts payable. 

Accrued taxes and expenses. 

Accrued employees’ retirement and profit- 
sharing contributions (Note 3) . . . . 

Federal income taxes (Note 4). 

Due to sellers of stock of Alexander’s De¬ 
partment Stores, Inc. and Retail Realty, 
Inc. (current portion) (Note 2(A)) . . 

Total current liabilities. 

Due to sellers of stock of Alexander’s Department 
Stores, Inc. and Retail Realty, Inc. (less 
current portion above) (Note 2(A)) . . . 

Deferred income taxes (Note 1). 

Commitments and contingent liabilities (Notes 
2(A), 5 and 6) 

Stockholders’ equity: 

Common stock—authorized 2,000,000 shares 
par value $1 each; issued 1,378,910 shares 
at July 30, 1961 and 1,293,800 shares at 
July 31, 1960, including shares held in 
treasury (Notes 2(A), 7 and 9). . . . 

Paid-in for common stock purchase warrants 

outstanding (Note 7). 

Additional paid-in capital (Notes 2 (A), 7,8) 
Retained earnings (statement attached) 

Total . 

Less common stock held in treasury (65,903 
shares at July 30, 1961 and 67,840 shares 
at July 31, 1960) (Notes 7 and 8) . . . 

TOTAL. 


July 30 
1961 

July 31 
1960 

$ 3,190,192 

$ 2,602,579 

1,495,297 

997,653 

332,913 

26,385 

16,088,245 

15,284,811 

619,568 

716,801 

657,756 

481,219 

$22,383,971 

$20,109,448 

$ 9,834,436 

$ 8,488,617 

$ 7,458,370 

2,949,729 

2,491,092 

$ 5,538,888 

$ 4,967,278 

$ 150,020 

$ 151,150 

58,580 

25,130 

25,130 

22,737 

25,127 

$ 256,467 

$ 201,407 


$38,013,762 $25,278,13 3 


$ 5,512,462 

$ 6,921,303 

2,476,799 

1,983,469 

189,631 

128,587 

2,943,097 

1,656,657 

200,800 


$11,322,789 

$10,690,016 

$ 4,522,490 


$ 339,000 

$ 195,000 


$ 1,378,910 

$ 1,293,800 

110,534 

112,500 

7,326,365 

4,031,401 

13,969,269 

9,939,096 

$22,785,078 

$15,376,797 

955,595 

983,680 

$21,829,483 

$14,393,117 

$38,013,762 

$25,278,133 


The attached notes to financial statements arc made a part hereof. 
Attention is directed to the attached report of Eisner 4' Lubin, Certified Public Accountants. 
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NOTES TO FINANCIAL STATEMENTS 
as at July 30, 1961 

1. DEPRECIATION POLICIES: Through 
August 2, 1959, the computation of deprecia¬ 
tion for financial accounting and income tax 
purposes, on equipment and improvements ac¬ 
quired subsequent to January 1, 1954, was 
based on the accelerated methods permitted 
under the provisions of the Internal Revenue 
Code of 1954. For financial accounting pur¬ 
poses, the computation of depreciation on all 
equipment and improvements subsequent to 
August 2, 1959 is based on the straight line 
method. The Company has continued the use 
of accelerated methods in computing the 
amount of depreciation reported on its in¬ 
come tax returns. 

Depreciation reported on the income tax 
returns for the 52 weeks ended July 30, 1961 
and July 31, 1960 exceeds depreciation re¬ 
flected on the financial statements of the Com¬ 
pany by $300,000 for the 52 weeks ended 
July 30, 1961 and $390,000 for the 52 weeks 
ended July 31, 1960. The attached statements 
reflect a charge to operations of 50% of the 
excess for the estimated amount of income 
taxes thus deferred. 

2. INVESTMENTS: 

(A) Stock of Alexander’s Department Stores , 
Inc. and Retail Realty, Inc.: 

(1) On April 28, 1961, Korvette acquired 
at a cost of $4,596,000 all of the outstand¬ 
ing shares of Schwabro Corporation for 
which it issued 83,800 shares of its common 
stock, paid $240,000 in cash, and obligated 
itself to pay an additional $1,004,000 in five 
equal annual installments commencing April 
1, 1962. For financial accounting purposes 
the 83,800 shares were valued at $3,352,000 
(value as of the date of the contract). The 
$3,268,200 excess of the value of the 83,800 
shares issued over their par value was 
credited to additional paid-in capital. For 
income tax purposes the 83,800 shares were 
valued at $4,462,350 (value as of April 28, 
1961, the closing date of the contract). 
Schwabro Corporation owns 124,176 shares 
of the voting common stock of Alexander’s 
Department Stores, Inc. and 41,393 shares 
of the voting common stock of Retail Realty, 
Inc. Retail Realty, Inc. (an affiliate of 
Alexander’s Department Stores, Inc.) owns 
several real estate properties occupied by 
Alexander’s. On May 22, 1961, Korvette 
filed with the United States Treasury De¬ 
partment a request for a ruling that the 
basis for income tax purposes of the assets 
acquired from Schwabro will be $5,706,350. 
In the event the Treasury Department does 
not rule to this effect, the unpaid install¬ 
ments due the sellers will be reduced by 
$500,000. 

(2) The attached balance sheet reflects the 
acquisition by Korvette on August 10,1961 
of an additional 130,950 shares of the voting 
common stock of Alexander’s Department 
Stores, Inc. and 43,650 shares of the voting 
common stock of Retail Realty, Inc. The 
total purchase price was $5,238,436, of 
which $1,519,146 was paid in cash, $2,147,- 
758 is due August 10, 1962 and $523,844 is 
due on each August 10 thereafter through 
1965 with interest at the rate of 4% per 
annum. The $1,519,146 cash payment has 
been deducted from the cash balance at 
July 30,1961 and the $3,719,290 to be paid 
has been included in the amount due the 
sellers. Upon consummation of this acquisi- 






























































tion, the Company owned approximately 
43% of the voting stock and approximately 
38% of the issued stock of both Alexander's 
and Retail Realty. 

In each of the purchase agreements, the sellers 
made certain representations, including repre¬ 
sentations as to the financial condition, results 
of operations and other aspects of the affairs 
of Alexander’s and Retail. The purchase agree¬ 
ments also include joint and several commit¬ 
ments by the sellers, or the principal sellers, 
to indemnify and hold the Company harmless 
from loss, damage or expenses aggregating 
more than $25,000 which the Company may 
sustain by reason of any misstatement of, or 
omission to state, a material fact by or on 
behalf of the sellers, and a provision that the 
Company may reduce the deferred install¬ 
ments of the purchase prices by the amount 
of any such loss, damage or expense. 

On July 14, 1961, the Company commenced 
a proceeding in the Supreme Court of the 
State of New York against Alexander’s De¬ 
partment Stores, Inc. and its affiliated com¬ 
pany to enforce Korvette’s right as a substan¬ 
tial shareholder in these companies to have 
access to financial and other information con¬ 
tained in their books of account and records. 

On July 26, 1961, Alexander’s Department 
Stores, Inc. commenced a suit in the United 
States District Court under the federal anti¬ 
trust laws seeking, among other things, to com¬ 
pel the Company to divest itself of its holdings 
and alleging damages which, when trebled, 
would aggregate $10,500,000. On October 4, 
1961, the Court in the anti-trust suit issued 
an order which compels Alexander’s Depart¬ 
ment Stores, Inc. to furnish to the Company 
financial and other information pertaining to 
Alexander’s Department Stores, Inc. and its 
affiliate, which, it is anticipated, will be made 
available at an early date. In the opinion of 
counsel for the Company the anti-trust action 
against the Company is without merit and, 
accordingly, no provision has been made in 
the attached financial statements for any loss 
or damages in connection therewith. 

(B) Stock of H. L. Klion, Inc.: 

On October 17, 1960, E. J. Korvette, Inc. 
received 66,667 shares of the common stock 
of H. L. Klion, Inc. as partial considera¬ 
tion for the right of H. L. Klion, Inc. to 
use the name Korvette in its operation and 
the right of first refusal to operate furni¬ 
ture departments which Korvette does not 
elect to operate in future Korvette shop¬ 
ping centers in certain states. No income is 
reflected in the attached statement of opera¬ 
tions for the receipt of this stock because 
of certain restrictions on its transfer; such 
restrictions expire on October 17, 1963. 

3. EMPLOYEES’ RETIREMENT AND 
PROFIT-SHARING PLANS: Eligible full 
time employees participate in non-contribu¬ 
tory retirement income and profit-sharing 
plans. The retirement income plan provides 
for contribution by the Company at the rate 
of 2Vz% of the earnings of eligible employees. 
The profit-sharing plan provides for an annual 
contribution by the Company, approved by the 
Board of Directors, not to exceed the maximum 
amount allowable by the Treasury Depart¬ 
ment; 1 % of the salaries of eligible employees 
for the 52 weeks ended July 30,1961 and July 
31, 1960 has been accrued in the attached 
statements. 

4. INCOME TAXES: The tax returns of E. J. 
Korvette, Inc. have been examined by the In¬ 


ternal Revenue Service through September 
1958. The attached financial statements are 
subject to final determination of the tax liabil¬ 
ities for subsequent years. 

5. LEASES: The Company has executed leases 
for various terms through 1986 on premises 
presently occupied including a new' store w'hich 
opened in August 1961, at aggregate annual 
rentals of approximately $3,392,000 (exclud¬ 
ing $500,000 real estate taxes and insurance). 

Additional leases for seven stores with ag¬ 
gregate annual rentals amounting to $2,788,- 
000 (excluding real estate taxes and insur¬ 
ance) for terms varying from 21 to 25 years 
have been executed; rentals commence at the 
time of occupancy. The Company expects to 
open these stores during the next tw f o years, 
subject to completion of construction. 

The rentals under several leases are sub¬ 
ject to adjustment for changes in real estate 
taxes and to increases for changes in the con¬ 
sumer price index. 

The Company estimates that approximately 
$6,400,000 will be expended during the next 
tw r o years to equip the eight new units. 

6. LITIGATION: 

(A) The Company is defendant in lawsuits 
in which the plaintiffs are seeking to pro¬ 
hibit the sale of their products at less than 
fixed minimum retail prices. In the opinion 
of special counsel, none of these suits will 
result in awards for damages to plaintiffs. 

The Company has made general denials 
in various other actions; the plaintiff in an 
action for $ 1 , 000 , 000 , dismissed for “no 
cause of action,” is appealing for the right 
to amend his complaint. In the opinion of 
counsel, the Company will not incur any 
material obligations in connection with 
these actions. 

(B) Attention is directed to Note 2(A) 
with respect to litigation involving Alex¬ 
anders Department Stores, Inc. and Retail 
Realty, Inc. 

7. STOCK PURCHASE WARRANTS — 
STOCK OPTIONS: The Company sold to 
Carl M. Loeb, Rhoades & Co. as agent for cer¬ 
tain of its partners and associates for $ 112 ,- 
500, Purchase Warrants entitling the holders 


to purchase an aggregate of 75,000 shares of 
common stock at $13.25 per share prior to 
May 15,1962. The price payable upon exercise 
of the Warrants and the number of shares 
covered thereby are subject to adjustment to 
prevent dilution of the rights evidenced by 
the Warrants. 

During the 52 weeks ended July 30, 1961, 
warrants for 1,310 shares of common stock 
w’ere exercised for $17,357. The excess ($18,- 
013) of the total sales price of the stock and 
warrants over the par value of the 1,310 shares 
sold was credited to additional paid-in capital. 
Through September 22 , 1961, additional war¬ 
rants w ere exercised to purchase 11,742 shares 
of common stock for $155,581. 

A stock option plan dated August 26,1959 
authorized the granting of Restricted Stock 
Options to employees of the Company to pur¬ 
chase 50,000 shares of common stock at a price 
not less than 95% of the market price of the 
stock on the date the options are granted. The 
purchase price and number of shares covered 
by options are subject to adjustment in cer¬ 
tain contingencies. 

Options have been granted through Sep¬ 
tember 22, 1961 for the purchase of 49,043 
shares exercisable from Aug. 26, 1960 to May 
18, 1965 at prices ranging between $14.31 and 
$50.95 per share. During the 52 w'eeks ended 
July 30, 1961, 1,030 shares of the Company’s 
treasury stock were issued upon exercise of 
these options. The excess ($1,680) of the sales 
price over the market value at the date these 
shares w r ere donated to the Company w r as 
credited to additional paid-in capital. At Sep¬ 
tember 22, 1961, options for the purchase of 
46,135 shares had not been exercised. 

8. STOCK BONUS: Employees of the Com- 
panv were awarded 907 shares of the Com¬ 
pany’s treasury stock for services rendered 
during the 52 weeks ended July 30, 1961. The 
excess ($7,071) of market value of these shares 
at the date awarded over the market value at 
the date these shares w'ere donated to the Com¬ 
pany w as credited to additional paid-in capital. 

!). STOCK SPLIT: On September 29, 1961 
the Board ot Directors voted to submit for 
stockholders’ approval a 3 for 1 split of the 
common stock. 


ACCOUNTANTS’ REPORT 

To the Board of Directors and Shareholders of E. J. Korvette, Inc. 


We have examined the consolidated balance 
sheet of E. J. Korvette, Inc. and Subsidiaries 
as at July 30, 1961 and the related consoli¬ 
dated statement of operations and retained 
earnings for the fifty-two w'eeks then ended. 
Our examination was made in accordance with 
generally accepted auditing standards and in¬ 
cluded such tests of the accounting records 
and such other auditing procedures as we con¬ 
sidered necessary in the circumstances, other 
than that E. J. Korvette, Inc. has been unable 
as yet to obtain and make available for our 
examination any current financial statements 
of Alexander’s Department Stores, Inc. and 
its affiliated company, Retail Realty, Inc. (Note 
2(A) to financial statements). 

Because of the absence of current financial 
statements and in view r of the materiality of 
the investment in the stock of these companies, 
we are precluded from expressing an opinion 
as to the fairness with which the attached 
financial statements, taken as a w'hole, present 
the consolidated financial position of E. J. 
Korvette, Inc. and Subsidiaries at July 30, 
1961 and the consolidated operating results 


for the fifty-two weeks then ended. Nothing 
lias come to our attention which would indi¬ 
cate that there has been any deterioration in 
the financial condition of Alexander’s Depart¬ 
ment Stores, Inc. and its affiliated company 
or any adverse trend in their operations. 

However, in our opinion, these statements 
present fairly, in all other material respects, 
the consolidated assets (other than this invest¬ 
ment) and liabilities of E. J. Korvette, Inc. 
and Subsidiaries at July 30,1961 and the con¬ 
solidated operating results (other than for the 
possible effect of this investment) for the fifty- 
two weeks then ended, in conformity with gen¬ 
erally accepted accounting principles applied 
on a basis consistent with that of the preced- 



CERTIFIED PUBLIC ACCOUNTANTS 
New r York, N.Y. 

September 22,1961 

With respect to Notes 2(A) and 9 
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MERCHANDISING DIVISIONS 


hard goods 

Records and Albums 

Photography Equipment and Supplies 

Toys 

Sporting Goods 

Juvenile Furniture 

Hobbies and Pet Supplies 

Garden Supplies and Patio Furniture 

Housewares and Notions 

Hardware, Tools, Paints and Lamps 

Jewelry, Watches and Diamonds 

Major Appliances and TV 

Radios, Record Players and Tape Recorders 

Small Appliances 

Giftware, China and Cutlery 

Smoke Shop and Cigarettes 

Books and Stationery 

Luggage and Leather Goods 


soft goods 

Dresses 

Coats, Suits and Rainwear 
Ladies Sportswear and Swimwear 
Lingerie 

Bras and Foundation Garments 

Hosiery 

Millinery 

Handbags 

Accessories and Gloves 
Costume Jewelry 

Shoes for Men, Women and Children 

Mens Suits and Outerwear 

Mens Furnishings and Work Clothes 

Boys Clothing and Furnishings 

Girls Dresses, Outerwear and Accessories 

Infants Wear and Layette 

Linens, Domestics and Curtains 




food 

Groceries 

Meats 

Produce 

Dairy Products and Frozen Foods 
Baked Goods 



drugs 

Drugs and Toiletries 
Cosmetics and Perfumes 
Vitamins 
Prescriptions 
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